i3 December ['6i
MEMURANDUN. FUR: Deputy Director (Support)
SUBJLCT: Accounting rractices for Sensitive Projects

REFERLNCE: Semorasiem: or DD/P from LD/S, dated 1¢
Neven:ber 1501, subject as above

i. I, too, am sencerasd about the kccouating controls for 30-calle i
" sensitive’’ projects asd woulkd, tasrefore, bs glad to consider a procedural
paper drafted on this subject. 1 :do not think that any one generai paper siil
suffice to cover the various accoumtiogs which are necessary for gertain of
the larger of these projects. It is not the simple type of seasitive proje=:
-- where a one-thine peynent is a:ade to a2 person Or group for & spacifiz
purpose -- that raises serious problem:s of adsquate documentation. [ac
difficulty arises in the sensitive oroject requiring the continuing use of fuads,
kaowledge of which r.uat be hald vezy closely because of the persors or
groups involved and over which ve are able to exercise little or no contisl,
especially to the extent ¢f receiving detailed accountings. [lhess lerge:r and
coatinuing projects will require individual procedural papers prepared vita
the help of the Comptrolier and the Auditer. Ve are even now drafting duch
a paper for the large ¥ E project in consultation with the Comptroller anc the
Auditor, and ate finding that subsidiary procedural papers will Le aecessary
in addition to the baeic one.

2. I have tae im:pression that one reasan for some of the financiai
problems encountered up o 80w bas been the lack of a stromg Chiet of trapport
in those divisions where operations are expanding rapidly. It is in theu:
divisions that | feel we should place our strongest and most expiricnce:
personnel, anc I would like to discuss this problex: with you in the hopo that
you could arrasge for s¢rac shiits in assignruents which would bolster our
support in the very arcas where sxpeaditurces of the larger, sensitive type
will occur mozt in the coruing montas.
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SUBJEL F D Adgaumiing JSactices for demeiiive Projecis

REPERENCE . Meeo did 3 May 36t DO/P, LO/5, Chairmaen, Traject
: Loviess Conamnittes frm DL, subi: "Blanket Valvea s’

i, For some time | wve baon ¢aacerned about the probiem of adeguate
5 accoumting controls for samsitive poojecis. 4 pecent avdlr rapor: of Projec:
25X1A2g I 1 sivates this proabun asd conviaces me that it le essential that we
sstablish procecuses wial:h will s se Hat the expenditure of funds, ixcessac-
tive of the seasltivily of the anmde riad iag, s supported by adesuate docu sentaiior.

2. In 1954 the impatts Sene: ¢l, sfler surveylag the Office of Cospurolie .
recommended the sppointmaent of & fase commilten by the i Pand the DD
gtudy the prodien of drojetts givern alacie: walvers aud to ake appropria.e
recommendstiors o the Divecies . . eg:nmitee wes appointed and after studviigy
the problem submitoed cectrime wlat foms 10 the Lirector, wihich were ajproved
aod subsequeatly erabodiad &n i nes srandum issued ou 5 haay 956 o the LU/,
Did/%, and Chatinnén of 138 Frojct iswview Comalites. (he osseatial oise
comteined in this mex.cceaiv: 4¢ Jaked below:

"2, o the fasere s poojert is submited with a request for a Henie:
waiver, I will uoc G0 kiey 17 vebwse it contains ove of the following:

Ta.  CoBour cgene o0 uw: wepey Direcier (Suppors) togethe: with =
statemect of the coarol and sepport which he believes the elaies:s
under afy prisdlogeon skoult oravide,

b, A swbse vt by the Lexuly Ulrecior (Plans) that the project has
w0t been submuned to the Lesmy Lirector {(Support) end the remsous thered: .

8. In any cesz o which a blancet walver is granted, i should be comsuioreg
az subject 1 the follw ing coiitions unless specifically excepted vwrafror:
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“a, The Deputy IMrecior (Fiaus), ur any desigoee of bis mad-:
respanstble for Auncs under a project with » blanket watver shalt

maintain, within the lbnits of vperatdonal securty, records suffi-
clent to permit an eac of accoumnts should such an andlt at any

'- future thoe be requirad; ard ;

v, fay quelifications sulxniized by the Deputy Director (8upor:),
and spproved by me, shall be ootaplied with,

| 3. In actual practice this memsoraaim: has beon quite ineffective and project:

| heve coatiued to be submitted nd acted on by the Director without coordination with
the DD/S, In those nstances whase projects heve been coordinsted with the DD/E,
and the advice and assistance of the Conptraller have been cbtained in establishing
accounting controls, our prablems hava been minimal, Un the other head, when ¢
waiver o normal eccowting procedures is granted and the Comptroller is byoassel,
i experience has shown thet the control, 1saintensnce, and recording of documentation
’ In support of es end ablkmtins are usually tmsdeguate, Such was the case
125X1A29  with Projec which was azpreved under the following condittons:

b, Expendituc:s, withis (be above amast, may be written off ©o
expense on the besis of deposics aad csrtification of the Chiaf, FE Divi-
sion, that sueh imds have bssa capended for the amhorizged purpose of the
project,

t. A Single bubstaniive file, to reflect the detail of such expeniitures,
will be matntntied in Headquatters by the FE Division and svatlable (pon
‘EByes (nly' basts, at dw: diseretion of the Deputy Divector (Plans) and/or
the Chief, 7L Divisias, *

The audit of this project covering the period 1 November 1957 to 81 May 196i re-
vesled that adequate detail was no: available to support a substantial amount of
; expenditures, an: ssch docur-entetior as wes available was not mafntalned withir &
single substantive: fite,

: 4, The P Uiviston {a its momosamism of 25 September 1961 to the Chief, Audit

: Swaif indicates that & will in the Atups take advantage of DO/S technical odvice asd

: mmmmmmm;mmutyaamaﬁmmmysm'
25X1A2g tion found with Project [l iewevar, this 1s only a pertial sclution & the problan

and I anticipate that we will contbme w find other snsatisfactory situaticas until v

125X1A not caly permit tut, tn fact, require e Ccwptroller to perform those cutics widh

{ whick he 15 charyed by Agercy Rogutetons] it i: oy view tuxt the Lo saolies

can within any reasonable security resmicuons jerfor: these required <uiles. I you
, agree wich this principle, § will -si€ necessary steos (0 prepare a procodu cal papa:
: for your coaside ation.
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